April 2, 2014

Ms. Pamela Moran

U.S. Department of Education

Office of Postsecondary Education

1990 K Street, NW

Washington, DC 20006

Dear Ms. Moran:
In preparation for the next meeting we respectfully submit the following changes for issue #4 Cash Management:
668.161 Scope

(b)(2) Remove entire line. The cost for institutions to set up separate accounts and maintain different business banking models would increase fees to the institution and would be a burden. This has not been an audit issue and schools are already required to engage in due diligence i.e. Direct Loan Tools to reconcile dollars drawn down and disbursed to students. In addition The funds are required to be held in a Federal depository account under 668.163(a)(1)

668.163 Maintaining and accounting of funds

 (b) Separate bank account directs. In light of the fact that this has not been an audit issue, and institutions have kept Federal Funds safe for twenty years under the current regulation, we propose that 668.163 (b) remain unchanged which indicates that a requirement to maintain a separate bank account could be imposed for cause, rather than be required of all institutions.  As the regulation reads currently the Secretary has the authority to correct any institution that is not keeping Federal Funds safe without punishing everyone. Below is the current regulation
(b) The Secretary may require an institution to maintain title IV, HEA program funds in a separate Federal depository account that contains no other funds if the Secretary determines that the institution failed to comply with



(1) The requirements in this subpart



(2) The recordkeeping and reporting requirements in subpart B of this part; 


       or



(3) Applicable program regulations
668.164 Disbursing Funds

 (d)(3). We recommend removing the entire new provision.  This section is not needed as this is currently the right of the Secretary, and will cause confusion among program participants.
 (d)(4)(ii) Proposed change:

Not all institutions are able or willing to offer EFT as an option and with that in mind we offer the following language:

(A) May ask students or parents if applicable to provide the information needed to make an EFT to the financial account of their choice  if the institution offers payments by EFT and authorizes its use; or

(B) May offer each student or parent options for receiving a direct payment.

   At the same time, we are concerned that current 668.164(c)(3) which allows an institution to establish a policy of requiring students to provide bank account information for purpose of paying funds by EFT has been deleted.  This deletion was not noted on the “clean” copy of the draft rule and was easy to overlook.  We ask that it be retained as an important tool in helping schools modernize their payment systems.

 (d)(5)(i) The options are described and presented in a clear, fact-based, and neutral manner, e.g., the student or parent is not steered to, or compelled to select, a particular option; and

 
(e) proposed change: If an institution located in any State, has defined in 600.2, establishes a process in connection with the provisions of paragraph (d) that a student or parent follows to open a financial account as an integrated feature of such process, either through a contract with a third-party servicer or through any arrangement with an entity under which any party to the arrangement exercises control over such financial account into which the student’s title IV, HEA program funds are transferred or deposited, the institution – 

 
(e)(1) Must disclose conspicuously on its website, and otherwise make public, the summary of that arrangement.


(e)(2)(i) Inform the student or parent in a neutral manner of the terms and condition of the account including all costs associated with the account and any affiliation with a third party; and


(e)(4) May not activate a debit card, prepaid card, or access device associated with the account until the student or parent specifically provides consent in writing as required in paragraph (e)(2)


(e)(5)  Remove the entire provision. (The affiliation with the institution will be disclosed to the student prior to the student choosing this option under (e)(2)(i).  In addition it may cause confusion when a student chooses to have an institutions logo and is denied. Under (D)(4)(ii)(B) a school may provide information about a sponsored account where the student may choose to have a debit card with the intuitions mascot. This is and should be the student’s choice.)

(e)(6) May not provide to the servicer or entity and FERPA protected information about the student or parent without the student or parent’s consent.


(e)(8)(ii) Remove entire line.  (Once account has been opened the student has the ability to comingle their own funds. Institutions will not have access to the account or audit ability to know what is causing the fee for maintaining the account. It is unreasonable to expect in a free market that there would be no fees for services)  

(e)(8)(iii) Using the debit card, prepaid card, or access device to conduct any transaction at any automated teller machine (ATM) within provider’s network of nationwide ATMs.  The institution must provide access to at least one ATM on or near campus within the provider’s network of nationwide ATMs and the provider must provide 2 free foreign ATM withdrawals per distribution. (This does not include surcharge by the ATM provider).


(e)(11) Remove entire line. (Students will have the ability to comingle their own funds as well as have deposited any refund (non-title iv) money and it is unreasonable to expect that there is no charge for services in an open market.  In addition, this clause would make it virtually impossible to institutions to obtain sponsored accounts. At the very least these structures are covered by banking laws and are inappropriate in these regulations.)

(e)(12)(ii) Remove entire line. (Sponsored accounts are used by students for services other than payment of title iv monies.  Once open, the student should have access to all the services offered by the third-party servicer.  The student should get the choice of services rather than have the choice taken away from them.)

(e)(13) Replace the word bank with depository.


(f)(3) Replace the word must with the word may. (The response from Bursars is that the word “must” implies an involuntary action and it is has not been made clear by the Department where and to whom to report. Reporting fraud is already a requirement and adding this to delayed disbursement will put institutions at risk if the suspected fraud turns out to not be fraud. Institutions could potentially risk litigation and investigation from the U.S. Department of Education if we delay direct payment when a student was entitled to the payment. Suspect is not guilty.)
Respectfully submitted,

Non-Federal Negotiators representing Bursars and Business Officers at postsecondary Intuitions
Joan Piscitello



Gloria J. Kobus

Treasure



Director Student Accounts and University Receivables

Iowa State University


Youngstown State University
